Washington Suburban Sanitary
Commission

MISSION STATEMENT

The Washington Suburban Sanitary Commission (WSSC) is a bi-county governmental agency established in 1918 by an act of the
Maryland General Assembly. It is charged with the responsibility of providing water and sanitary sewer service within the
Washington Suburban Sanitary District, which includes most of Montgomery and Prince George's Counties. In Montgomery County,
the Town of Poolesville and portions of the City of Rockville are outside of the District.

WSSC'S PROPOSED BUDGET

WSSC's proposed budget is not detailed in this document. The Commission's budget can be obtained from WSSC’s Budget Group at
the WSSC Headquarters Building, 14501 Sweitzer Lane, Laurel, Maryland 20707 (phone 301.206.8110) or from their website at
www.wssc.dst.md.us.

Prior to January 15 of each year, the Commission prepares preliminary proposed capital and operating budgets for the next fiscal
year. On or before February 15, the Commission conducts public hearings in both counties. WSSC then prepares and submits the
proposed capital and operating budgets to the County Executives of Montgomery and Prince George's Counties by March 1.

By March 15 of each year, the County Executives of Montgomery and Prince George's Counties are required by law to transmit the
proposed budgets, recommendations on the proposed budgets, and the record of the public hearings held by WSSC to their respective
County Councils.

Each County Council may hold public hearings on WSSC's proposed operating and capital budgets, but no earlier than 21 days after
receipt from the County Executive. Each County Council may add to, delete from, increase, or decrease any item in either budget.
Additionally, each County Council is required by law to transmit by May 15 any proposed changes to the other County Council for
review and concurrence. The failure of both Councils to concur on changes constitutes approval of the item as originally proposed by
WSSC. Should the County Councils fail to approve the budgets on or before June 1 of each year, WSSC's proposed budgets are
adopted.

ACCOMPLISHMENTS AND INITIATIVES

* Operate and maintain a system of 3 reservoirs impounding 14 billion gallons of water, 2 major water filtration plants, 7 wastewater
treatment plants, 5,500 miles of water main, and 5,300 miles of sewer main 24 hours a day, 7 days a week.

* Treat and deliver 169.5 million gallons of water per day to over 443,100 customer accounts, and treat 207.9 million gallons of
wastewater per day in a manner that meets or surpasses all Federal and State water and wastewater quality standards and permit
requirements. (WSSC has never had a drinking water violation in its 89 year history.)

* Continue to provide maintenance services at a level consistent with the objective of responding to the customer within 2 hours of
receiving notice of a major problem and restoring service to the customer within 24 hours from the time a service interuption occurs.

* Undertake a six-year capital improvement plan that incorporates 10 new projects, and an FY09 capital budget that provides, among
other things, for a significant ramp-up in construction work for the Western Branch Enhanced Nutrient Removal Project and the
Bi-County Water Tunnel.

* Continue to renew the Commission's underground infrastructure through the (debt-funded) Water and Sewer Reconstruction
Programs, reconstructing 27 miles of water main and rehabilitating 51 miles of sewers in FY09, while actively exploring ways to
fund an urgently needed expansion of these programs.

* Comply with the Sanitary Sewer Overflow Consent Order.

* Begin a five-year program to implement an Enterprise Resource Planning/Enterprise Asset Management system.

* Fund the second year of a five-year phase-in to achieve full funding for liabilities related to post-employment benefits other than

retirement, based on Governmental Accounting Standards Board Statement No. 45, and continue to increase the operating reserve
from 5% to 10% of water and sewer rate revenues.
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Spending Control Limits

The spending control limits process requires that the Counties set annual ceilings on WSSC's water and sewer rate increase and on
debt (bonded indebtedness as well as debt service) and then adopt corresponding limits on the size of the capital and operating
budgets. The two Councils must not approve capital and operating budgets in excess of the approved spending control limits unless a
majority of each Council votes to approve them. If the two Councils cannot agree on expenditures above the spending control limits,
they must approve budgets within these limits.

The Montgomery and Prince George's County Councils have adopted different FY09 spending control limits for WSSC. The
following table shows the FY09 spending control limits adopted by each of the Councils, compared to the spending control results
projected under WSSC's Proposed Budget and the County Executive's Recommended Budget. WSSC's Proposed Budget complies
with the spending control limits approved by Montgomery County but exceeds Prince George's County's limit on water and sewer
operating expenditures.

FY09 Spending Control Limits Comparison
Approved Spending Control Limits Projected Levels Under:
Montgomery Prince George's WSSC County Executive
SPENDING AFFORDABILITY LIMITS County' County Proposed Budget | Recommended Budget

Maximum Average Water/Sewer Rate Increase 9.7% 8.0% 8.0% 8.0%
INew Debt ($millions)? $182.3 $191.3 $182.3 $181.7

Debt Service ($millions) $165.9 $166.7 $157.4 $157.3

Total Water and Sewer Operating Expenses ($millions) $564.3 $469.1 $482.3 $482.2

' Assumed the introduction of a new, fixed Infrastructure Renewal Fee ($20 per month for residential customers) that would be used to fund expanded

reconstruction/rehabilitation of WSSC's aging water and sewer mains.

“New debt includes a system completion factor of 80%.

FY09 COUNTY EXECUTIVE RECOMMENDATIONS

Capital Budget

Expenditures

Increase FY09 capital expenditures by $4.814 million: The County Executive's January, 2008 recommendations on WSSC's FY09-14
CIP included a $4.814 million increase in the total estimated FY09 cost for the five Blue Plains Advanced Wastewater Treatment
Plant projects to align with the updated amounts shown by the District of Columbia Water and Sewer Authority (WASA) in its
Proposed FY07-16 CIP. The $4.814 million increase reflects $5.580 million more in State aid (from the Bay Restoration Fund) offset
by a $723,000 reduction in the need for WSSC bonds and a $43,000 reduction in the need for payments from the City of Rockville.

The $4.814 million increase incorporates WSSC's adjustments to WASA's cost estimates for the Blue Plains Enhanced Nutrient
Removal (ENR) Project to reduce contributions toward the cost of certain ENR facilities. The ENR costs are subject to further
negotiations beween WSSC and WASA.

Infrastructure Renewal

WSSC's Proposed FY09 Capital Budget continues to provide debt funding for renewal of the Commission's underground
infrastructure. Funds are included for reconstruction of 27 miles of water main and the rehabilitation of 51 miles of sewer main, the
same number of miles approved for FY08. WSSC and the two counties will continue to actively explore ways to provide a stable
source of funding to underwrite an expansion of the infrastructure renewal program to address the increasingly urgent need to
rehabilitate the Commission's aging water and sewer lines.

Operating Budget
Expenditures

Decrease debt service (and operating expenditures) by $55,600: WSSC's FY09 operating budget is influenced, in part, by the level of
expenditures authorized for the first year of the FY09-14 CIP and other expenditures in WSSC's capital budget. The operating
budget includes expenditures for debt service on bonds that finance the construction of CIP projects, lateral water and sewer lines
(which carry water or wastewater to and from a dwelling or business), and other capital projects, including the
reconstruction/rehabilitation of WSSC's underground infrastructure.
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The County Executive recommends a $55,600 decrease in FY09 operating expenditures to reflect the reduced debt service associated
with the Executive's recommended adjustments to the cost estimates for the five Blue Plains Wastewater Treatment Plant projects.
Under the revised cost estimates for these projects, there will be a $723,000 decrease in the need for WSSC bonds in F'Y09, which
equates to a $55,600 reduction in debt service.

Revenues

Decrease the use of fund balance by $55,600: The $55,600 decrease in debt service expenditures will result in a corresponding
reduction in the need to use fund balance (prior year net revenue).

Fiscal projections for all funds and budgets are shown below. Six year projections for the Water and Sewer Operating Budget are
shown in the display on the following page.

PROGRAM CONTACTS

Contact Sheila Cohen of the Washington Suburban Sanitary Commission at 301.206.8167 or John Greiner of the Office of
Management and Budget at 240.777.2765 for more information regarding this agency's capital and operating budgets.

Expenditures by Category - FY09 WSSC Proposed and Executive Recommended
($000s)

WSSC WSSC wsscC CE CE CE % Chg.

Total Total Total Capital | Operating Total (CE Rec.

Actual |Approved| Proposed Rec. Rec. Rec. vs. WSSC
Expenditure Categories FYO7 FY08 FY09 FY09 FY09 FYO09 Proposed
Salaries and Wages 97,254 109,076] 116,293 22,340 93,953 116,293 0.0%
Heat, Light, & Power 20,525 22,271 23,499 -- 23,499 23,499 0.0%
Regional Sewage Disposal 39,327 38,627 40,558 -- 40,558 40,558 0.0%
Contract Work 64,372 133,335 201,585| 201,585 -- 201,585 0.0%
Consulting Engineers 15,986 33,374 40,582 40,582 - 40,582 0.0%
All Other 188,657| 237,892| 264,866 101,218] 168,462 269,680 1.8%
Debt Service 218,808| 232,880 227,297 64| 227177 227241 0.0%
Total Budget 644,929| 807,455| 914,680| 365,789 553,649 919,438 0.5%
Note: Expenditures include water and sewer operating funds, interest and sinking fund, and the three capital
funds.
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WSSC ORGANIZATION CHART

(March 2008)
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